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THE INDIANA TAX SURVEY COMMITTEE
ITS PURPOSE AND PROGRAM1
J. CLYDE HOFFMAN*
The joint resolution of the last General Assembly providing
for the appointment of a tax survey committee was the outgrowth
of the feeling on the part of many members of the Senate and
House of Representatives that something should be done to shift
some of the tax burden from real estate, and to more equitably
distribute the same to other sources. They felt that -it was
humanly impossible for them to make a careful study of the
problems of taxation, or to intelligently vote on bills effecting
the same, with no more opportunity for study than is afforded
during the sixty day period in which the legislature is in session.
It was the hope of the members of the General Assembly that
the recommendation of such a committee would enable the mem-
bers of the next General Assembly to vote more intelligently
upon this important subject.
Pursuant to the provision of the joint resolution, relative to
the selection of a conference or survey committee, Governor
Leslie carefully considered, with the author of the bill and
others, various methods of selecting the members of the com-
mittee, with the purpose in mind of selecting a group which
would represent a cross-section of the taxpaying interests of
the state. It was agreed that such a committee should have
representatives from the manufacturing and industrial interests
of the state, as represented by the Indiana Manufacturers' Asso-
ciation; the commercial, industrial, mercantile, civic and varied
interests, as represented by the State Chamber of Commerce;
the agricultural interest, as represented by the Indiana Farm
Bureau Federation; the banking interest, as represented by
the Indiana Bankers' Association; the taxpayers' interest, as
represented by the Indiana Taxpayers' Association; labor as
represented by the Indiana State Federation of Labor; retail
merchants, as represented by the Indiana Retail Merchants'
Association; the women voters, as represented by the Indiana
1 An address delivered before the Indiana State Bar Association, Fri-
day, July 11, 1930.
* See biographical note, p. 109.
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League of Women Voters; and the press, as represented by the
Indiana Democratic Editorial Association and the Indiana Re-
publican Editorial Association.
It was thought that the combined viewpoints of the repre-
sentatives from the above groups, together with that of the mem-
bers of the legislature, would be helpful in working out a fair
and just tax program, which might be acceptable to all. Accord-
ingly, the various organizations were asked to designate
a member whom they would recommend for appointment on
the committee. As a result of these nominations, the Governor
made the following appointments: Mr. J. W. Stephenson of the
Indiana Manufacturers' Association; Mr. Lewis Taylor of. the
Indiana Farm Bureau Federation; Mr. A. G. Brown of the Indi-
ana Bankers' Association; Mrs. Leora Teeter of the Indiana
League of Women Voters; Mr. Frank D. Stalnaker of the Indi-
ana Taxpayers' Association; Mr. John E. Frederick of the In-
diana State Chamber of Commerce; Mr. Adolph J. Fritz of the
Indiana State Federation of Labor; Mr. Victor C. Kendall of
the Indiana Retail Merchants' Association; Mr. George Saunders
of the Indiana Democratic Editorial Association; Mr. Arthur K.
Remmel of the Indiana Republican Editorial Association; Mr.
James M. Knapp and Mr. George Saunders of the Indiana House
of Representatives; Mr. Joe Rand Beckett, Mr. J. Francis Loph-
ard and myself of the Indiana Senate.
No attention was paid to the political affiliations of the mem-
bers, except that representatives of both parties in the legisla-
ture and both the Democratic and Republican Editorial Associa-
tions were represented. After several meetings, at which all of
the members were in attendance, and in which a program of
procedure was fully discussed, it was determined that the com-
mittee would not make any recommendations or complete its
study and survey until after the public had been given an oppor-
tunity to be heard on any and all subjects bearing upon the tax
problem in Indiana. Accordingly, a program was prepared,
covering most, if not all, of the various subjects which would
be considered in making the survey. This program was ar-
ranged for nine meetings or public hearings, covering a period
of two months, which were held in the statehouse. Considerable
interest on the part of the various interested groups represent-
ing utilities, corporations, industry in general, agriculture, etc.,
was manifested at these various hearings. Many valuable sug-
gestions were made and discussion was had which has thrown
considerable light upon the various points under consideration.
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During the progress of the public hearings, the Indiana Legis-
lative Reference Bureau and the Bureau of Business Research
of Indiana University have been engaged in accumulating data
and statistics for the use of the committee in its survey of the
revenues necessary for the state and local governments, and the
sources and methods of raising the same, together with such
other statistics as are calculated to disclose the methods and
sources which have been in use in other states which have
adopted various forms of taxation other than those now used
in Indiana. From this information, together with that obtained
at the public hearings, the committee expects to carefully check
and weigh the benefits and disadvantages peculiar to the various
forms of raising revenue, and eventually, to submit a tentative
report, setting forth the committee's tentative recommendations
on the subject. The committee desires free discussion of this
tentative report when it is given to the public, believing that
the committee will be thereby better informed by the criticism
and comment which will result from such discussion, and that
it will then be in a better position to formulate its final report
and recommendations to the General Assembly.
The work now being done in Indiana is typical of that which
is being carried on in almost all of the states at the present
time. There seems to be a general feeling abroad in the land
that property is carrying too much of the burden of the expense
of government. Similar commissions have been at work in many
of the states, some of which have made their final reports, while
others are just starting with their survey: so it may be generally
accepted that the idea of the tax survey committee is not peculiar
to Indiana. In that respect, we are merely following the prece-
dent established by most of the other states.
Up to the present time, no definite recommendations have
been formulated, but certain underlying principles have been
agreed upon as an objective which the committee will strive to
attain. These are: (1) To eliminate all property tax for state
purposes. (2) To distribute taxation equally, so as not to pen-
alize any class of people, business or industry. (3) To provide
a means whereby every citizen who ha6 reached his or her ma-
jority may contribute directly to the support of the state govern-
ment.
The committee is not unmindful of the fact that there are
advantages and disadvantages to be found in most forms of rais-
ing revenue, and also, that there are those who strongly favor,
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and those who strongly oppose, each of the various forms of tax-
ation. We can only hope to weigh all of these advantages and
disadvantages in the light of the facts presented, and to approve
such as may seem to be best calculated to improve the tax sys-
tem of Indiana, bearing in mind the principles above set out.
While the committee has not arrived at a point in its study
where it has finally determined just what should be recom-
mended, even in a tentative report, it has gone far enough to
feel sure of certain things which indicate some of the remedies
needed, and where these remedies should be applied. Without
attempting to be specific as to the form of new methods of raising
revenue, or in any manner to anticipate the action of the com-
mittee with reference thereto, some of the items under consid-
eration might well be mentioned here.
The committee is fairly of the opinion that new methods of
raising revenue should be employed only as a means of adjusting
the present burden on property, and not for raising additional
funds; and that if such revenue should be raised by new forms
of taxation, a corresponding reduction should be made in the
property tax.' Public opinion and legal safeguards should main-
tain this principle inviolate.
The survey committe is aware of the development of the habit
of spending for public improvement, whether from the demand
of the taxpayers themselves for more convenience, or through
the fault of the tax-spending officials, which has gone on from
year to year until the present high tax rate was reached, the
average for the state at this time being $2.81, while in some
taxing units the rate is well over $5.00 per $100.00 on taxable
property. The increase in the cost of labor and material has
figured in the upward trend of expenditures, but the outstanding
cause of high taxes has been the ever increasing tendency to go
on and on with public improvements, regardless of the source of
revenue and the hardship on the taxpayer. The committee might
recommend a limit beyond which no taxing unit could go as a
means of curtailing future advances in rates, but it realizes the
great part the taxpayers themselves, in the taxing units, must
play, if taxes are to be reduced. An awakened public interest
in tax-spending, as well as tax-paying, is essential to a reduc-
tion in the amount of revenue which must be raised by the
various methods of taxation. The committee is convinced that
the budgets of the local units should be scanned, with a view to
eliminating all items of expenditure which are not essential to
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the necessities of local government. Here is the point where,
in many instances, it is possible to effect immediate and positive
relief, and that without additional legislation.
Information which we have received leads the committee to
believe that great economics in government, and a consequent re-
lief from high taxes in many tax units, might be effected by the
elimination or consolidation of townships, and in some instances,
the consolidation of counties. The elimination of multiple items
of overhead expense, and a more uniform valuation of property
as a result of such consolidation would undoubtedly bring about
improved tax conditions in the localities effected thereby.
We are convinced that much benefit to the taxpayer would
result from a more scientific method of assessing property, which
would look toward more uniform valuation, not only throughout
the taxing unit itself, but through the county and state. We
have given considerable time and study to this important phase
of taxation, and hope to make some recommendations with ref-
erence thereto which will point the way to-more uniformity and
fairness in the assessment of property, and without which no
property tax is just.
Another matter which has given the committee no little con-
cern is the tremendous amount of property which escapes taxa-
tion entirely by reason of exemptions of one kind or another.
By the means of one exemption, large and valuable tracts of real
estate are removed from the duplicates of a taxing unit because
the owner has deeded the same to an educational institution, re-
serving for himself and his heirs an annuity greater than could
possibly be expected to be yielded by the property, privately.
owned. The sum total of such exempted property is not avail-
able, but it has reached enormous proportions, with a tendency
to increase. As a result of the mortgage exemption, more than
$191,000,000.00 was removed from the duplicates in 1929, an
amount sufficient to reduce the average tax rate of the state
about twelve cents (12c), or approximately one-half of the total
levy for state purposes.
Due to the fact that the system of taxing personal property
has broken down under the prevailing custom of not returning
intangibles for taxation, and the enormous expense and incon-
venience incident to the placing of personal property on the
duplicate by means of the personal property schedule, all of
which result in great inequities and injustice, and demonstrate
the unworkableness of the plan, the tax survey committee has
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considered with interest the suggestion that the personal prop-
erty tax be entirely eliminated, and that the revenue derived
therefrom be raised by other means, which might be more
equitable, fair and just. Personal property in the entire State
of Indiana in 1929 yielded 37.1% of the total revenue derived
from taxation, or in the neighborhood of $33,000,000.00. Per-
sonal property should have yielded more than double that
amount, but it did not, and we all know that it never will yield
its fair share of the tax revenue under the existing law. The
elimination of the personal property tax would at once do away
with the so-called "intangible problem." A saving of the tre-
mendous cost of assessing personal property would be effected.
The tendency to tax dishonesty would be, in a large measure,
eliminated. The farmer and the manufacturer, the merchant
and the banker, would alike approach March 1st knowing that
they would not be penalized for having on hand on that day as
much money on deposit, as many farming implements, as much
live-stock, as much machinery or raw material, or as much
equipment, as on some other day of the year. Usually, they do
not possess this property for more than a few days or weeks
or months, and yet they are compelled to pay the tax on the basis
of permanent ownership. The idea is worthy of consideration.
Undoubtedly, we are approaching a point in the cycle of taxa-
tion where the abandonment of a tax on any property which can
go into hiding is eminent. When property goes into hiding and
cannot be forced out, it must and will eventually be abandoned
as a source of taxation.
Some, perhaps most of you, will say that we cannot abandon
personal property as a tax source, because of the constitutional
mandate to "provide such regulations as shall secure a just valu-
ation for taxation of all property, both real and personal." Others
may say that it is now impossible to provide regulations which
will secure a just valuation of all personal property for taxation.
Still others may say the only just method of assessing all prop-
erty, real and personal, is to assess personal property on such
a basis as to remove the desire to place it in hiding. Others may
say that it may be assessed on the basis of the income it pro-
duces.
Whatever may be the legal aspect of such a procedure, the eco-
nomic aspect is clear and certain. If it cannot now be accom-
plished, surely the near future will develop a means to accomplish
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that fairness and justness which our constitution contemplates
with reference to the taxation of property.
The income tax, the retail sales tax, various forms of excise
taxes, mortgage registration fees, and many other forms and
methods of raising public revenue, have been suggested to us, and
we have given, and shall continue to give, careful consideration
to all such, with the purpose of recommending only such new
forms of taxation as will serve the economic demands peculiar
to Indiana as a large industrial and agricultural state. Such a
tax must take the place of a reduction of the tax on property. It
must be of such nature as to require all who enjoy the benefits
and privileges of government to contribute a fair share, and it
must not penalize or hamper industry, agriculture or business.
It must be fair to all.
If we accomplish even the minimum amount of relief from
the property tax which we believe should be attempted, we should
abandon the state levy as a means of raising revenues for state
purposes. This year the state levy is twenty-nine cents (29c),
or approximately $12,000,000.00. In order to do this, some
other means must be devised to provide this amount of revenue.
Many have advocated the income tax as the best form of a new
tax to relieve property from its burden. We believe that if such
a tax should be finally agreed upon as worthy of recommenda-
tion, it should measure up to the requirements above set out;
that it should not be a means of loading more of the tax burden-
on one group of taxpayers than another, but that it should have
such exemptions and such rates as to effectually and equitably
distribute the burden all along the line from top to bottom. In
other words, it should be fair to all, and as little oppressive as
possible to any taxpaying group.
A considerable number of persons have advocated a retail
sales tax as a means of furnishing the revenue needed to
replace the state levy. This form of taxation has many points
of merit. It is sometimes called a consumption tax, and is paid
only on sales or purchases of goods for consumption by the ulti-
mate consumer. In a slightly different form, it is known as a
retail license tax. Both are identical in results, as the tax is
based on the amount of sales. In one instance, the purchaser is
supposed to pay the tax, while in the latter, the merchant is
supposed to pay the tax for the privilege of doing business, but,
as a matter of fact, a part, if not all, is passed on to the pur-
chaser. A practical example of this form of tax is our gasoline
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tax, which seems to have almost universal approval as a means
of raising revenue. It is, at the present time, a tax of about
25.% of the amount of the purchase, but the public pays without
complaint. A retail sales tax would be so slight in comparison
that it is urged no objection would be made by the consumer.
Such a tax should not be over 1% of the amount of the sale. Even
those in the most limited circumstances would thus contribute
to the support of the government which protects them. They
would pay, on a 1% tax, only $1.00 for each $100.00 of merchan-
dise purchased. The payments are so gradual that this form of
tax is said to be less 'noticed by the taxpayer than any other form
of taxation. The method of collecting this tax should, and prob-
ably would, be simple and accomplished by little trouble to the
merchant. An accurate record of sales would be the only re-
quirement, so that at any stated period, 1% of the total of such
sales would be the computed tax, which could be shown by state-
ment and paid to the treasurer in the same manner as the in-
come tax is now paid. There is, perhaps, no other form of taxa-
tion which would more fairly distribute the tax burden, and per-
haps, as has been said, none so little felt by the taxpayer.
A number of states, twenty-two to be exact, have adopted and
are now using some form o income tax, either for personal or
corporate incomes. The experience is varied, ranging from the
criticism, in some instances, where the rates are low, that it does
not produce sufficient revenue, to other instances, where the
rates are high, that it is a burden on industry, with a tendency
to drive industry from the state. With the experience of other
states for us to follow, if we should adopt the income tax, the
rates and exemptions should be such as to make it less objection-
able from the standpoint of either of the criticisms above men-
tioned. The sales tax has not been widely adopted by the states,
and the experience is correspondingly limited.
Various other forms of excise taxes have been suggested and
considered, none of which, however, are capable of yielding an
amount commensurate with that of the income or retail sales tax.
The tax survey committee is not concerned with the question
of constitutional revision. It may or may not incorporate within
its report to the General Assembly a recommendation suggesting
the amendment of the constitution, depending upon the opinions
which it may receive relative to the power of the legislature
under the present constitution to enact into law the recommenda-
tions which it shall make. However, we believe that the income
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tax, the sales tax and other forms of excise taxes, along with
certain needed changes with reference to assessment of property,
can be enacted into valid law by the legislature under our pres-
ent constitution.
The members of this committee are serving without pay, and
at their own expense, and have no other purpose than to serve
the people of Indiana by working out a more equitable system
of taxation. We hope to suggest methods to relieve property
from its burden, which will indirectly benefit Indiana industry,
agriculture and business. We realize the difficulty of the task
which we have undertaken, and believe that our efforts will meet
with success only in proportion to the cooperation which we
may receive from, and the confidence bestowed by, those groups
and individualg who constitute the various taxpaying interests
of the state.
Perhaps the greatest obstacle in the way of a solution of the
tax problem is the general tendency of each group of taxpayers
to push the burden on some other group or groups, and the ap-
parent unwillingness on the part of some to accept that which
seems best for all. Each taxpayer is too prone to measure the
desirability of a certain form of tax by the effect it will have on
his bank account, rather than the good of the state as a whole
from an economic standpoint. We know how impossible it will
be to please all, but we urge those groups which may have a
feeling of antipathy toward a certain form of tax, to be liberal
and unselfish in their views, so far as human nature will permit,
and to approach the subject with us in the spirit of unselfishness.
We firmly believe that the people of Indiana will approve any
tax system which is reasonably fair and just to all. To recom-
mend such a system to the next General Assembly is the goal we
have set for this committee to attain.
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